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United Siscoe Principal Activities and Interests 


United Siscoe Mines Limited is a natural resource development and investment 
company presently concentrating on developing geothermal energy in the United 
States. Through its subsidiary, Geothermal Kinetics, Inc., the company has major 
interests in the Geysers and Imperial Valley areas of California, the Roosevelt Hot 
Springs area of Utah, and other areas in the Western United States. 


United Siscoe participates in mineral exploration projects including a major continuing 
search for uranium in northwestern Manitoba and a syndicate seeking to develop Silver- 
lead-zinc mines in Spain. 


United Siscoe holds a 20% interest in a potential gold producer in the United States. 
Other interests include natural gas production in Alberta and real estate holdings in 
Ontario. 


A substantial investment is held in Camflo Mines Limited, a leading Canadian gold 
producer with growing interests in natural gas in Canada, and in natural gas and coal 
mining in the United States. 


SISCOE METALS OF 
ONTARIO LTD. 
(wholly owned ) 

Real Estate, Mineral 

Exploration, Oil & Gas 


SISCOE METALS INC. 
(wholly owned ) 
Gold 

United States 


Directors’ Report to the Shareholders 


The main thrust of your company’s efforts is directed 
towards the discovery and development of 
geothermal energy for the generation of electricity in 
the Western United States. This activity is carried out 
by Geothermal Kinetics Inc. (GKI), in which United 
Siscoe has a 73% interest. The company has options 
which, if exercised, would increase its interest in GK| 
LOW T2070 


United Siscoe has recently completed a major 
financing in which 700,000 treasury shares were 
issued to Camflo Mines Limited, an associated 
company, for $6,300,000. Camflo has options to 
purchase an additional 300,000 treasury shares, one 
half of which are exercisable by March 1, 1980 and 
the other half by March 1, 1981. As a result of this 
financing, Camflo has increased its interest in the 
company to 22%. 


Geothermal Energy: 

The funds raised by the financing will assist GKI in its 
Current developments. GKI has a 100% interest in 
three geothermal prospects and is a partner with 
McCulloch Oil Corporation in joint ventures which 
have interests in ten other geothermal prospects. 


GKl’s wells will supply steam to electrical generating 
plants constructed and operated either by a public 
utility or a state agency. When a discovery is made the 
prospect is segregated into a geothermal block 
usually of about 400 acres. An area of this size is 
considered to be large enough to supply a 55,000 
kilowatt electrical generating plant. This size plant 
requires 1 million pounds of steam per hour at a 


pressure of 100 pounds per square inch. In most 
parts of the Geysers area, eight to ten wells are 
required to supply this quantity of steam. 


GKI is concentrating its development efforts in the 
Geysers Area of California, and the Brawley Area in 
the Imperial Valley of Southern California. In the 
Roosevelt Hot Springs Area of Utah, exploration 
drilling is in progress. In California, GKI will supply 
steam to power plants constructed and operated by 
the California State Department of Water Resources 
(DWR), a major consumer of electricity in the State. 
The DWR is responsible for deep well water and 
irrigation pumping in California. Construction of the 
first of three planned 55,000 kilowatt power plants is 
scheduled to commence in the fall of this year at the 
Francisco property in the Geysers Area. The DWR has 
options to build plants on other prospects, in which 
GKI has varying interests, in both the Geysers Area 
and the Imperial Valley. 


Detailed information on geothermal activity is 
contained in the Review of Interests. The major 
developments over the past year, and immediate 
future plans are Summarized below: 


1. A third successful well has been drilled on the 
Francisco Prospect in the Geysers Area as a 
confirmation of two previous wells. As a result 
the DWR has confirmed its plans for 
construction of a power plant which will 
commence this fall. During construction of the 
plant additional wells will be drilled to supply the 
necessary steam to generate 55,000 kilowatts per 
hour of electricity. The DWR has purchased a 7% 
carried interest in this prospect for $3 million. 


2. Asecond well is being drilled at GKI’s original 
Rorabaugh Discovery, with a third well to follow 
immediately after the second is completed. 


3. The Binkley Property adjoining the Francisco 
area was purchased by GKI and McCulloch Oil 
Corporation, each with a 372% interest and the 
DWR with a 25% interest. U.S.$1,300,000 has been 
provided to drill the initial well. It is scheduled to 
commence by September 1979. 


4. A successful steam discovery was made on 
another prospect in the Geysers area, the 
Newfield, and the DWR has been given an 


option to build a power plant subject to 
successful confirmation drilling. 


5. A discovery well of major importance was 
completed recently on a large property at 
Brawley in the Imperial Valley of Southern 
California. A 30-day production test is 
scheduled to commence shortly and a 
development program should follow. Funding 
for the Brawley project is being provided by the 
U.S. Department of Energy (DOE). An option to 
build a first power plant is held by the DWR 
which also has a 25% interest in this prospect. 


6. An initial drill hole is underway at Roosevelt Hot 
Springs in Utah. This is becoming an important 
area for geothermal energy development. 


7. Drilling is expected to commence in the fall of 
this year on GKI’s Boggs Mountain prospect in 
the Geysers Area. 


Financial: 

The company had a consolidated net loss of 
$629,772 or 13 cents a share for the year ended 
December 31, 1978, compared with consolidated net 
income of $28,689 or 1€ a share in 1977. The results 
of the previous year included a gain on the sale of 
investments, net of losses, of $1,436,780. From July 
1, 1978 the results of Camflo Mines Limited were 
included on an equity basis for the first time. The 
company’s share of Camflo’s earnings for the six 
month period was $640,000. 


During 1978 the 8% secured convertible debenture 
was reduced by $500,000 through the conversion by 
holders into common shares. At December 31, 1978 
the outstanding amount of the debenture was 
$1,950,000 and this sum was converted by holders 
into common stock early in 1979. 


The sum of $6,300,000 raised by the issue of treasury 
shares to Camflo in April 1979 for development of 
geothermal resources has been applied temporarily 
against bank loans and long term debt. 


GENERAL: 

The company has an investment portfolio with a 
current market value of approximately $9,400,000. 
This includes 659,500 shares of Camflo Mines 
Limited, one of Canada’s leading gold producers. 


Natural gas production, and the dividends from 
Camflo, continue to provide cash flow for your 
company. 


A decision to place the 20% owned Pinson gold 
prospect into production is expected in the near 
future. 


Exploration programs are continuing on the uranium 
prospect in northern Manitoba and on silver and base 
metal prospects in Spain. The petroleum exploration 
program in Montana has been discontinued following 
disappointing drilling results in 1978. 


General: 

We were saddened by the death of Mr. John A. Ahern 
in July 1978. Mr. Ahern served the company as a 
director and legal counsel since 1944. 


Mr. Maxwell Goldhar of Toronto recently joined the 
Board of Directors. 


The Directors acknowledge the contribution of the 
company’s staff and employees and the continued 
support of our shareholders during the year. 


On Behalf of the Board, 


Vs AES am 


R. E. FASKEN 
President 


May 11, 1979 


Review of Interests 


GEOTHERMAL ENERGY 


GKI is involved in the exploration and development of 
geothermal steam which is considered to be the most 
promising alternate source of power for the 
generation of electricity. Turbines which generate 
electricity are driven by natural steam coming from 
deep wells drilled near heat sources such as molten 
rock. 


Geothermal energy has a long history. The Larderello 
field in Italy started production in 1904 and is still 
expanding. Geothermal steam is being used to 
generate electricity in the United States, Italy, New 
Zealand, Mexico, The Philippines, El Salvador and 
Japan. The largest source of geothermal-generated 
power in the world is the Geysers area of California 
where GKI has been active since 1971. 


The Geysers has been supplying power since 1960. 
Generating plants currently provide 730,000 kilowatts 
per hour, enough electricity to supply the base load 
requirements of the city of San Francisco. 


Expansion is underway in the Geysers and the area 
could build to a production level of 20 million kilowatts 
an hour by the year 2000. This would be the 
equivalent to the electricity produced by burning 
840,000 barrels of oil daily. 


Operating costs of a typical Geysers area power plant 
are 50% less than those for an oil-fired plant, while the 
capital cost per kilowatt is 26% lower. Based on 
current prices for steam, the initial annual cash flow to 
a producer of steam supplying a single 55,000 
kilowatt plant operating at 90% efficiency, would be 
$6.3 million after operating expenses and ad valorem 
taxes. Cash flow will escalate in proportion to 
increases in fossil fuel prices. The investment 

required of the steam producer for the wells needed 
to supply 1,000,000 pounds per hour at the required 
temperature and pressure is approximately $12-$15 
million. An important consideration is that geothermal 


power is produced with very little effect on the 
environment. 
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G.K.I.’s new geothermal discovery in the Imperial Valley, 
California. 


GKI has been involved in exploration and 
development of geothermal resources for the last 
seven years. Although in the past emphasis has been 
on exploration, development of the various 
geothermal holdings to production is now the first 
priority of GKI. 


Five of the projects in which GKI is involved are 
covered by agreements to supply geothermal steam 
for power plants to be built by the DWR which requires 
power for its system of water supply and irrigation. 
The DWR has formally announced its intention to 

build 55,000 kilowatt power-generating plants at 

three of the sites and detailed engineering studies are 
underway. 


Most of GKI’s geothermal exploration is being carried 
out under joint venture agreements with McCulloch 
Oil Corporation (MCO) of Los Angeles, California. 
Under this arrangement MCO has pooled its 
geothermal interests with a portion of GKI’s interests 
into several joint ventures. 


GKI retained for its own account three major 
prospects. These are the 408 acre Rorabaugh lease 
in the Geysers area, the 1700 acre Boggs Mountain 
property, also in the Geysers area, and the 3000 acre 
Chandler property in Arizona. 


1. Prospects Owned 100% by GKI: 

Rorabaugh Property (dry steam): 
408 Acres, Sonoma County, 
Geysers area, California 


A commercial steam well was completed by GK! on 
the property in 1973. Further drilling was delayed until 
litigation established that geothermal rights belonged 
to the mineral estate. 


GKI has now been awarded drill permits covering four 
new locations and has started drilling the first 
confirmation well. 


The DWR has signed a contract for a proposed 
55,000 kilowatt power plant which is expected to be 
completed by 1983. Prior to the commencement of 
plant construction by the DWR two confirmation wells 
must be drilled on this property. 


Boggs Mountain Property (dry steam): 
1700 Acres, Lake County, 
Geysers Area, California 


GKI holds a prospecting permit and permission to drill 


two exploratory wells on the Boggs Mountain State 
Forest Prospect, California, near the main Geysers 
area. Plans call for completion of additional 
geophysical work followed by the drilling of at least 
one well during the summer or fall of 1979. There is 
sufficient acreage in the Boggs Mountain Block to 
develop reserves for more than one 55,000 kilowatt 
geothermal generating unit. Discussions are now 
underway which will permit the assessment of a 
power block (400 acres) on this prospect at no cost to 
GKI. GKI would retain a significant working interest in 
the power block and the remaining acreage would be 
available for subsequent development. 


Chandler Prospect (wet steam): 
3000 acres, Chandler Arizona 


In 1973 two geothermal wells indicated the presence 
of medium temperature steam. The company 
continues to monitor progress in the use of such 
reservoirs. 


Il. GKI/McCulloch Joint Venture Geothermal 

Prospects 

Francisco Property (dry steam): 
383 acres, Lake county, Geysers area, 
California, (GKI 26%2% carried working interest; 
MCO and others 662% interest; DWR 7% 
carried working interest) 


Three commercial geothermal wells have been 
completed on this property and a contract has now 
been signed with the DWR whereby the DWR will 
construct and operate a 55,000 kilowatt electric 
generating plant. It is anticipated that an additional 

7 to 9 wells will have to be drilled over the next two 
years to supply the required 1 million pounds of steam 
per hour. 


Plant construction is scheduled to begin this fall as 
soon as required state and local approvals, including 
full field environmental impact reports, have been 
cleared with the appropriate regulatory bodies. 
Assuming that both recent federal and state 
proposals to reduce the amount of red tape are 
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enacted, the company is hopeful that the project will 
be in operation by 1983. 


Binkley Property — (dry steam): 
471 acres, Lake County, Geysers area, 
California. (GKI 37%% interest, MCO 372% 
interest, DWR 25% interest) 


This property adjoins the Francisco property to the 
northwest. It was purchased in November 1978 for 
$2,700,000 by a joint venture of the GKI, MCO and 
DWR. An initial exploration program is currently in 
progress. The first well on this site will be drilled 
during 1979, and the required funds are in place. 


Newfield Property — (dry steam): 
442 acres, Lake County, Geysers area, 
California. (GKI 30% carried working interest, 
MCO 70% working interest) 


This prospect is located just to the north-east of the 
Francisco block. Drilling of the first exploratory well 
was completed in late October 1978 and confirmed 
the commercial potential of the property. 


The DWR has first right of refusal on the installation of 
a 55,000 kilowatt plant for power generation. Two 
additional wells will be required before the DWR 
finalizes its construction plans. 


Combs Prospect — (dry steam): 
763 acres, Lake County, Geysers area, 
California. 


This prospect south of Boggs Mountain has recently 
been acquired by the GKI-McCulloch Joint Venture 
and exploration has begun. 


Brawley Prospect — (wet steam): 
11,000 acres, Imperial County, Imperial Valley, 
Southern California. (GKI 37%% interest, MCO 
37%2% interest; DWR 25% interest) 


Detailed geophysical and geological exploration work 
has been completed on this property. The United 


States Department of Energy (DOE) funded the initial 
drilling on the Brawley Prospect. A well has been 
drilled to a depth of 13,381 feet and preliminary 
testing has indicated very high temperatures and 
excellent flow. Formal testing will commence within 
the next two months. This field could be of major 
significance because of the large acreage involved. 


Roosevelt Hot Springs — (wet steam): 
35,200 acres — Utah 


This prospect is adjacent to an area being developed 
by Phillips Petroleum Corporation. MCO and GKI can 
earn a 50% interest in the property and the initial 
exploration hole has begun. 


PINSON GOLD PROJECT 


United Siscoe has a 20% interest in the Pinson 
Project, in north-central Nevada. Final feasibility 
studies are almost complete and preliminary 
indications are that the project is viable at gold prices 
in excess of $200 U.S. an ounce. A formal production 
decision is expected shortly. Some 1.4 million tons 
grading 0.183 ounces of gold per ton will be mined 
from an open pit and an additional 3 million tons of 
0.079 grade could be mined at a later date. The mill 
flow sheet and pit design are being finalized and 
construction could start as early as July of this year. 


MINING EXPLORATION 


Kasmere Lake Joint Venture Uranium Project 
Northwestern Manitoba 


An extensive uranium exploration program was 
continued through 1978. The work was carried out 
under the direction of United Siscoe and Camflo 
personnel under an agreement with Getty Minerals 
Company Limited, whereby Getty would fund 75% of 
the total expenditures up to $1.2 million in 1978 and 
1979 to earn a 33'%% interest in the project after the 
Manitoba Government earned interest. The 1978 
program consisted of geological mapping, 
prospecting, geophysical and geochemical surveys 
and some 7,000 feet of diamond drilling. Although the 
drilling results of the 1978 program were 
disappointing, they assisted in the selection of other 
target areas which will be further defined by diamond 
drilling during 1979. This year’s program calls for an 
expenditure by the joint venture partners of 
approximately $800,000. 


Iberian Exploration (Espana, S.A.). — Spain 


The company has a 214% net interest in Iberian 
Explorations (Espana) S.A. which continued its 
exploration program in the Pennaroya lead-zinc-silver 
belt throughout 1978. The work involved geology, 
geophysics, geochemistry and diamond drilling. 
Although drilling has encountered only minor values 
to date, a number of attractive prospects remain to be 
drilled in the coming season. 


OIL AND GAS 


Canada 


During 1978 the company’s share of net operating 
income before depreciation and depletion was 
$299,000 compared with $347,000 in the previous 
year. Most of the income arises from the Bindloss area 
in East-central Alberta. 


U.S.A. 


Drilling results in the exploration program in Montana 
and North Dakota, operated by Orbit Oil and Gas, Inc. 
of Tyler, Texas were disappointing. The company has 
decided not to continue with this project. 


REAL ESTATE 


154 acres of undeveloped land held by Siscoe Metals 
of Ontario remain after the expropriation of 96 acres 
by the Ontario Government. An application for 
additional compensation beyond the $2.3 million 
already received for the expropriated land has not yet 
been resolved. An application has been filed for the 
necessary by-law to allow the permitted high quality 
industrial development. 


INVESTMENTS 


Camflo Mines Limited 


The company has an interest of approximately 19% in 
Camflo Mines Limited which reported 1978 earnings 
of $1.17 per share before an extraordinary item of 50 
cents a share, compared with $1.08 per share in the 
previous year. Sharply increased profits from gold 
mining operations and increased revenue from 
natural gas production were partly offset by 
continued losses in the coal operations of Camflo’s 
subsidiary, La Luz Mines Limited. The losses were 
mainly due to the United Mine Workers strike which 


shut down operations for the first three months of 
1978. Natural gas reserves increased by 40% to 48 
million MCF and are expected to rise significantly in 
1979 as a result of an active drilling program in 
Western Canada. The price of gold remains buoyant 
and gold operations will continue to be the main 
source of Camflo’s revenue. 


In addition to the investment in and subsequent 
financing of United Siscoe Mines, Camflo made 
substantial investments in 1978 in Cochenour Willans 
Gold Mines Limited and Neomar Resources Limited. 
These companies have interests in former gold 
producers and other prospects in the Red Lake Gold 
Camp of north-western Ontario. Neomar also 
participates in oil and gas production and exploration 
in Western Canada. 


Chesbar Resources, Inc. 


The company increased its interest in Chesbar 
Resources Inc. from 56% to 70% by acquiring 
1,200,000 shares of Chesbar on the redemption of a 
$1,200,000, 842% Chesbar debenture owned by the 
company. 


Chesbar has a 15% participation in the Palo Duro 
project in West Texas, a wildcat oil and gas 
exploration venture operated by American Petrofina. 
The initial well resulted in a dry hole. Seismic data is 
being reassessed before a decision is made on drilling 
a second hole. 


At December 31, 1978 Chesbar also owned 225,906 
shares of United Siscoe Mines with a market value of 
approximately $2,174,000. Chesbar has leased its 
land, building and equipment at Niagara Falls, Ontario 
to Allis-Chalmers Canada Limited until December 31, 
1983, under a lease purchase agreement. 
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Consolidated Balance Sheet 
December 31, 1978 
with comparative figures for 1977 


1978 


Assets 


Cash and term: GepOsit aici: vovassacAnrtanaceteearonastnersreactetce nes eae iee ecm eee cee eee ee 
AGCOUNTS:TECEIVEDIC eatican.Senececn ane ete nccden cence eee ene coca eey eee one oe Recent eee 
Amounts receivable from officers and directors (Note 2) .........cccccccccceeeeee eevee sees 


Investments (note 3) 
ASSOCIALEEI COMPANY Siact reads cnutveceentachen i eseeenmetscaceate adie mac meemet ote arenes 
OMNE|F.COMPAMNIES dacs dina. arta ave Cah cease see ee neice tcaican sna ee eee ete Re ene 


Cost of land sold in excess of proceeds received to date (note 4) ...............008. 
Land held for resale (note 5) 
SPSCial Term-AEPOSIt 2a. 'sexsleenyetew cee Hee soe Sepa Rae ee atic ane en 
Fixed*assets-neld for sale:(M@te76 icra acess teens coe eee eee 
Petroleum and natural gas properies (NOt \errenney. rec cre rere ee eee 
Deferred geothermal exploration and development costs (note 8) ...........060608 
Deferred mineral exploration expenditures (note 9) 
Other assets 


$ 1,786,042 
419,231 
854,209 


4,003,573 
459,671 


4,463,244 


511,415 
3,954,228 
630,652 
563,550 
609,822 
11,109,064 
1,156,637 
233,310 


$ 26,291,404 


See accompanying notes to consolidated financial statements. 


4,249,678 


4,249,678 
511,415 
3,894,550 
910,942 
683,750 
243,720 
8,356,307 
915,636 
738,004 


$21,184,324 


UNITED SISCOE MINES LIMITED 


and subsidiary companies 


Liabilities and Shareholders’ Equity 


SINC INE DG OMESS:(LIOLORIO iene asain cute aeint hate GaueiGaoarwcskasenadsvie danmasctineedssivnveuess 
PECOUMSI OAVabIG aNd ACCIUEd EXPENSES «. or. cesencnaeuesoncsdcevecoiecacccsibivuscule cdaveves eps 
OG OTMPC COL ( (OLS Ml Ih merch eree team tor oagacecsteee sos etisae ea Cnaniiaucemccsta Set vodsawares Wusiabe gerne 
eer CON On ee trea terete cance orictose beens oat ier ootasias eee Sacsoanetesaes Selene ane 
MInGERY IOETESL IMSUDSIIALY COMPANIES Wii ceciinscccesauctenavaecansrss caswadeaeceatuasinnnedees 


Shareholders’ equity 
Share capital (note 12) 
Authorized — 7,500,000 shares without par value. 
Issued and fully paid — 5,046,656 (1977 — 4,663,750) shares 


DYE OT i oaskeusnscsodeh eva tay ho Seacoast CER cia HC ee TA cca Air Pn Fen ee 


Deduct subsidiary company’s holding of 225,906 shares of the company at cost 


Subsequent event (note 16) 


On behalf of the board: 


JlE eh — 


R. E. FASKEN, Director 


R. M. SMITH, Director 


1978 


$ 5,455,000 
987,904 
7,254,196 


2,047,461 


12,827,494 
699,309 


12,128,185 
1,581,342 


10,546,843 


$ 26,291,404 


O77 


D3, Ol,el2 
1,314,965 
4,401,541 

200,000 
1,394,616 


10,155,527 
69,537 


10,085,990 


10,085,990 


$21,184,324 
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Consolidated Statement of Operations 


Year ended December 31, 1978 with comparative figures for 1977 


1978 1977 
Netoiland Gas: Operating INCOMES = serge cerea en cstnte ces canes anainnne serene Renter teeta ara $ 298,536 $ 347,280 
Depreciation and: depletions 3 .c;cccessrecmeenten arvenenine tte eenaeicls o seeae tence een ree 27,428 7,583 
271,108 339,697 
Netgain-on investmentsSti.c....cc. ceemcmenaerebere ecm eta ses os aed aetna emer 208,954 1,436,780 
DIVIGEAG INCOMC Eo eae tet oecceeeceete see cc ahn Seer ree Tie arene Meee ee pen CenEreT 132,200 257,704 
612,262 2,034,181 
Interest on long-term debt and amortization of debenture issue expenses ........ 371,663 323,601 
Other interest expense; Mets cco. covacongscutee seared ae mech Near ines nena cece rece ne maeterietaet oat 397,221 183,044 
Administrative and general ExXPeNnSeSs <iicc..cneseccretvscactreneecsucsornsinann made edenue ea Meat 884,201 920,700 
Mineral exploration expenditures written Off ........:c..c-nccececesetensarassnnceeeeneesencnneanns 40,949 91,137 
Write down of-assets held forsale: 2s. te aaeenait otek eae ae ee are eee eee ye 60,000 480,000 
Rental 1 COmte sie in vay teste conchasutocuiasiis S-tcotiitine tna at cp eee ease tee eee Re Eee (60,000) (480,000) 
Loss on disposal’ ot assets held’ tor Salengics octet xeccesee. patcerateceten acne etree ert etene _ 860,530 
1,694,034 2,019 012 
(1,081,772) (344,831) 
ITCONMIO TAOS cs ciieciresecteenanS Bicck ercn ae ae tceue aihoe tea Ri cc ices Ge tne ERE CUT REST aE Re ee Re — 64,934 
(1,081,577 2) (409,765) 
Minority interest in (income) loss of subsidiary COMPANY .............:ccscecnsseceeneeeees (188,000) 438,454 
Share of earnings of associated COMPANW nx.ceesne. 2 toe on nee eee eee 640,000 — 
Net income. (loss) for the year -......tsssss.csassceeeeeeeeeen eons. eee eee $.5 629:772).9 S$ 28,689 
Net income (loss): per Shane ss.S:iaseosseccoeen recast carci Sen eee ere eee $ (.13) $ 01 
Consolidated Statement of Deficit 
Year ended December 31, 1978 with comparative figures for 1977 
1978 1977 
Deficit at beginning of yeatetce....0 one. eee $ (69,537) $ §©(98,226) 
Net income (loss) :for the ‘year j.cs..sra sane cance ete (629,772) 28,689 
Deficit at end Of years... jc..¥0: Src coment conic nee eee $ (699,309) $~ (69,537) 


See accompanying notes to consolidated financial statements. 


Consolidated Statement of 
Changes in Financial Position 


Year Ended December 31, 1978 with comparative figures for 1977 


1978 1977 
CASH PROVIDED FROM: 
DOO AON Stee et Re Ne A cc ictuléseienssonaviten Gee hoor — $ 863,682 
BAIT AGE GRC (SOCAN S Sec ieee EC Oe hee Pfc ech ce wen Ne tumasinid Gaummecens 1,667,788 Wi WO2 ZZ 
CCNA STZ. 019,518) ny eon eit essa chan nr ER escent See ee es ee a 3,632,945 977,070 
Issue of share capital, less shares issued to subsidiary company and note 
POC CI ADICHLOMMA CHIC LOleanaee i seek Pn tate ina sana Guoiinabdciuiccsbebeeten: c++ 490,625 40,625 
Invesime nisin OthenmCOMpPaMles: i) Ober ettrnt ccc: cspacnsiesavccacwinndGueensxorese 232,584 — 
Dividends received from aSSOClated COMPANY. .iccvccessscccsconssasccoresvessceesncense 197,850 _ 
SDC GIGING MINCE DOS etme terre teers rete t rnc os.0 occ, « cceutaqc cau MPR aattark « dace MB 280,290 280,290 
PASDOSAlsOieASSCl Sue OOM CSALC ii alien oscalanssasesuncas os Recast eee 60,200 505,058 
UNS aaIVS teep er tree re cote eRe tse Ne ENS) cs Cavite og waG aH M RY ecc dese te scm 26,296 - 
6,588,578 3,828,937 
CASH USED IN: 
[DPOTATO MS ree tes enema iret neh egies eal ets eo. cacioues keqeustecs cede uea tek oses ea 894,446 _ 
BOVARCESS MORO MCETS AlCl Cll CCLONS tex ceenetce tes Sis <taich pane odiriairwas taoaeianc enn 342,339 — 
IAVESIMEMNS INcOINerACOMPalteSH MET anic sca eeechs coaneseasoseesathanns debe des — 720,479 
Le Tae wl ao Kf (o] Lass VE gehen bes rf se Se aa ee a eR 7 A ee ‘59,678 36,022 
PeUOmUluAlCsmatllal.Gas Ol ODCMICS wah rca aah aciawnssannesvenees ventteavvrtwas AS Ohia Weis, HES 
Geothermal exploration and development ..............ccc:cccsecsessescsuseecseeeeeenes ZO. S00 1,110,474 
NAME rae XBIOL allOnre Xe CUO Si ert a nhs atun veocste dy cribhacs caesenalaaaiaiene seaman see 281,950 581,098 
Acquisition of shares of subsidiary company, Geothermal Kinetics Inc. .. Sip Or 392,/63 
REDAYVIMEMUOTONG=-16 NCSD Is een eID ca ssecine sae cs daaaganmeteee Mas ores 280,290 280,290 
GREG Gh erscee tems Cee eee eRe er re ee ede Pe RM 2 cdc sadivebacanmaanienensane aerte anes — 672,979 
4,802,536 3,959,870 
INCREASE (DECREASE) IN"CASH AND TERM DEPOSIT. .cucicccs.castsnceaeosactaeceres $ 1,786,042 $ (130,933) 


~ See accompanying notes to consolidated financial statements. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of United Siscoe Mines Limited as at December 31, 1978 and the consolidated 
statements of operations, deficit and changes in financial position for the year then ended and have obtained all the information 
and explanations we have required. Our examination of the financial statements of United Siscoe Mines Limited and those 
subsidiaries of which we are the auditors was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. We have relied on the reports of the 
auditors who have examined the financial statements of the other subsidiaries and the company accounted for by the equity 
method. 


The company has a significant investment in geothermal resource exploration and development prospects and all related costs 
have been deferred in the accounts (note 8). The recovery of the deferred costs depends on the company’s ability to develop 
sufficient revenues from production. 


In our opinion, subject to the outcome of the matter referred to in the preceding paragraph, and according to the best of our 
information and the explanations given to us and as shown by the books of the company, these consolidated financial statements 
are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company as at December 31, 1978 
and the results of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants 


Toronto, Canada 
May 10, 1979 


Notes to Consolidated Financial Statements 


December 31, 1978 


The company is incorporated under the Companies Act 
(Quebec) and is a public company listed on the Toronto and 
Montreal Stock Exchanges. The principal activities of the 
company are exploration for and development of mineral 
and geothermal resources and petroleum and natural 

gas properties, as well as real estate investments. 


1. Summary of significant accounting policies: 


Principles of consolidation: 
The consolidated financial statements include the 
accounts of the company and its wholly-owned 
subsidiary Siscoe Metals of Ontario Limited, and its 
partly-owned subsidiaries Geothermal Kinetics Inc. 
(73% interest) and Chesbar Resources Inc. (70% 
interest). 


The consolidated financial statements include the 
results of these subsidiary. companies from the dates of 
acquisition. All material inter-company transactions and 
balances have been eliminated. The company’s share of 
the assets and liabilities of several unincorporated joint 
ventures for the exploration and development of 
geothermal resources, in which Geothermal Kinetics 
Inc. participates, is included in the consolidated financial 
statements on a proportionate basis. 


The accounts of Geothermal Kinetics Inc. are 
maintained in United States dollars and have been 
converted to Canadian dollars and included in these 
financial statements substantially at historic rates. 


Investments: 
The company’s investment in Camflo Mines Limited, an 
associated company, is accounted for using the equity 
method, under which such investment is recorded at 
cost, plus the related equity in undistributed earnings. 


Investments in other companies are carried at cost less 
amounts written off to reflect permanent declines in 
value. 


Petroleum and natural gas properties: 
The company follows the full cost method of accounting 
whereby all costs related to the exploration for and 
development of petroleum and natural gas reserves are 
Capitalized. Such costs include acquisition costs, 
geological and geophysical expense, carrying charges 
on non-producing property, costs of drilling both 
productive and unproductive wells and related 
production equipment. 


Proceeds received on disposal of properties are credited 
against such costs. Depreciation and depletion are 
provided on the net costs using the composite unit of 
production method based on total estimated proven 
reserves. 


Deferred geothermal exploration and development costs: 
A subsidiary company, Geothermal Kinetics Inc., is in 
the development stage, and no significant revenue has 
been received from its planned principal operations. Its 
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primary activity is geothermal resource exploration and 
development, particularly with respect to geothermal 
steam for sale for the generation of electricity. All costs, 
whether related to productive or non-productive 
prospects, have been deferred. Such costs will be 
amortized against future revenue obtained from the total 
exploratory, drilling and development effort. 


Deferred mineral exploration expenditures: 
Expenditures on mineral exploration programmes are 
deferred on a specific project basis until it can be 
determined if commercial production from the project is 
economically justifiable. When a project is discontinued, 
the accumulated project costs are charged to 
operations. At the time a project is developed the related 
accumulated costs will be amortized against any future 
income from that project. 


Comparative figures: 
Certain of the 1977 comparative figures have been 
reclassified to conform to current presentation. 


2. Amounts receivable from officers and directors: 


1978 197% 


Interest bearing notes, due over 
the period to 1983, receivable 
from officers and directors of 
the Company or a subsidiary in 
respect of the purchase of 
shares of the company or the 
subsidiary, secured by shares 
OF IHS COMPANIGS ccccsscaneeeeees 


Interest bearing mortgages, due 
over the period to 1993, 
receivable from officers of the 
COMPANY warren are 


$765,709 $111,461 


88,500 = 
$854,209 $111,461 


3. Investments: 


Associated company: 
At December 31, 1978 the company owned 
approximately 19% of the issued shares of Camflo Mines 
Limited. This investment was accounted for using the 
cost method until June 30, 1978 when it was determined 
that use of the equity method was more appropriate. 


The shares of Camflo, with a quoted market value at 
December 31, 1978 of approximately $8,738,000 have 
been pledged as collateral for bank loans (note 10). 
Subject to the prior charge related to those loans 
500,000 shares of Camflo with a quoted market value of 
$6,625,000 have been pledged as collateral to secure 
the 8% secured convertible debentures (note 11). 


Other companies: 


BNO HOM ey EAST Ss 
Camflo Mines Limited 
(quoted market value 
1977 — $9,974,000) ...... $ = $3,472,251 
Other listed securities 
(quoted market value 
1978 — $649,000; 
1977 — $908,000)........... 459,671 TTT 427 
$ 459,671 $4,249,678 


Investments with quoted market value at December 31, 
1978 of approximately $579,000 have been pledged as 
collateral for bank loans (note 10). 


4. Cost of land sold in excess of proceeds received to 
date: 


In August 1976, the company sold a portion of the land held 
for resale for $1,927,389 cash, plus the right to additional 
consideration which the purchaser may receive from the sale 
of an equal size property sold by the purchaser to the 
Government of Ontario. The cash received as above is less 
than the cost of the land to the company. The purchaser and 
the company have made application to the Land 
Compensation Board of Ontario for additional cash 
consideration under the provisions of the Expropriations Act, 
Ontario. As the total consideration for this sale has not yet 
been determined, the transaction has not been completed 
and the excess of the cost of the land over the proceeds 
received to date is included in the balance sheet until the final 
consideration is determined. Management of the company 
does not believe that it will incur a loss on the final settlement 
of this transaction. 


5. Land held for resale: 


1978 1977 
ANI aiCOSt Sinewee ee ae oe es $2,411,865 $2,411,865 
Carrying and development costs, 
including $59,678 capitalized 
in 1978 ($36,022 in 1977).... 1,542,363 1,482,685 


$3,954,228 $3,894,550 


During the year this land, comprising approximately 150 
acres, was placed in a Special Complementary Use Area 
pursuant to the Parkway Belt Planning and Development Act. 
Management has filed an application for the necessary by- 
law to allow the permitted high quality industrial development. 


6. Fixed assets held for sale: 


The company has granted, to the present tenant, an option to 
purchase the Niagara Falls iron pellet reduction plant which 
may be exercised up to September 30, 1983. This plant is 
being carried at estimated net realizable value which is the 
option price under this agreement. 


7. Petroleum and natural gas properties: 


1978 1977 
Interest in petroleum and natural 
gas properties, together with 
exploration and development 
ICRC OR eres ie alee cameras e.5 $m1925:842 Gin 5328312 
Accumulated depreciation and 
GE DICTION wire eta alicia vata 316,020 288,592 


$ 609,822 $ 243,720 


Certain of the properties are pledged as security for a bank 
term loan (note 11). 


8. Deferred geothermal exploration and development 
costs: 
1978 1977 


Direct costs: 
Development of wells .......... 
Undeveloped geothermal 


$ 4,075,582 $3,069,028 


leaSCMOldS ieee en weed cre cas: 3,129,/79 2,482,639 
Exploration expenses .......... 6,167,675 5,064,864 
13:373,036~ 10,616,531 
Less receipts, principally 
from participants in certain 
prospects, applied as 
reduction of costs ..........: 4,421,481 4,421,481 
8/951,555° 6;195,050 
Excess of cost of acquiring the 
subsidiary company over 
book value at dates of 
acquisition, allocated to the 
geothermal Project 2.0.4 ecccien AOL O09 BAAR Zor 


$11,109,064 $8,356,307 


The allocated excess costs of acquiring control of the 
subsidiary will be amortized over future anticipated revenues 
from the geothermal project. 


Certain geothermal prospects are subject to joint venture 
agreements or other agreements where the ownership 
interest of the company is less than 100%. 


Management estimates that the first significant operating 
revenues from the prospects may be realized in 1983. The 
recovery of deferred costs depends on the company’s ability 
to develop sufficient revenues from production. 


9. Deferred mineral exploration expenditures: 


These expenditures relate principally to an open pit gold 
property in the United States on which a production decision 
will be made shortly and a uranium prospect in Canada. 
Recovery of these amounts will depend upon the 
development of reserves of sufficient economic value to 
enable profitable operations to be attained. 


The company has committed itself to spend approximately 
$100,000 on the uranium property during 1979. 


The company has also entered into an agreement to acquire 
a 21.25% interest in a syndicate formed to carry out 
exploration for silver in Spain. The company has advanced 
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$187,500 to the syndicate to December 31, 1978 and is 
committed to expenditures of $125,000 in 1979 and $62,500 
in 1980. 


10. Bank indebtedness: 


Bank loans of $5,455,000 are repayable on demand and are 
secured as follows: 


(i) by a demand debenture constituting a first fixed 
charge on the land held for resale and a first floating 
charge on the assets and undertaking of a subsidiary 
company, Siscoe Metals of Ontario Limited. 


(ii) by the deposit with the banks of certain investments 
(note 3) and certain of the shares of a 
subsidiary company, Chesbar Resources Inc., 
owned and having a quoted market value at 
December 31, 1978 of approximately $2,100,000. 


11. Long-term debt: 
1978 SAE 

8% secured convertible 

debentures, maturing 

FEDIUAN Yuen Ove renee: $ 1,950,000 $2,450,000 
8% promissory note, repayable 

1979S 1 OS Teen reese ee 
BanktermloanSinnnssce- 1s, cesses 
Note payable to bank (U.S. 

$908 °500)eereere rer oenanrres: 
Notes payable to co-venturer, 

including interest at U.S. 

prime rate plus 2%, maturing 

December 31, 1984 (U.S. 

$1,042,543; 1977 — 

SO4TE ZO 3) Reet neii ee cent noe 


630,652 910,942 
2,500,000 _ 


TEOMA O20, — 


1,156,024 4.1;040:599 
$ 7,254,196 $4,401,541 


The 8% secured convertible debentures are secured by a 
pledge of 500,000 shares of Camflo Mines Limited (subject 
to a prior charge related to bank indebtedness not to exceed 
$2,500,000) (note 3), by a pledge of shares of a subsidiary 
company, Geothermal Kinetics Inc., and by a first floating 
charge on the remainder of the company’s property, assets 
and undertakings. During the year $500,000 of the 
debentures were converted into common shares at the 
holder's option. The remainder was converted in January 
and February 1979 (note 12). 


The 8% promissory note is secured by the special term 
deposit of $630,652 with the company’s bankers. 


A bank term loan of $1,100,000 is secured by certain of the 
petroleum and natural gas interests (note 7), and the net 
revenues accruing from those properties and a general 
assignment of book debts of a subsidiary company, Siscoe 
Metals of Ontario Limited. 


A bank term loan of $1,400,000 is secured by a term deposit 
of $1,000,000, the shares of the company owned by 
Chesbar Resources Inc. and an assignment of the lease on 
the Niagara Falls property (note 6). 


The note payable to the bank represents the company’s 
share of financing for geothermal exploration carried on by a 
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subsidiary of the company, Geothermal Kinetics Inc. as part 
of the CU | Venture. Interest is charged at 125% of the bank’s 
prime lending rate and is included in deferred geothermal 
exploration and development costs. The note was originally 
due August 31, 1979; however the bank has agreed to 
extend the maturity date of the loan to January 31, 1980 
subject to the United States Department of Energy’s 
approval. The loan is secured by substantially all of the 
venture’s geothermal properties and is guaranteed by the 
Department of Energy. The participants to the venture are not 
guarantors of the loan. 


The notes payable to a co-venturer are secured by a first and 
preferred lien on certain geothermal resource properties 
which are subject to joint venture agreements. 


The approximate amounts of principal repayments in respect 
of the above obligations, assuming Department of Energy 
approval is obtained, are: 1979 — $520,000; 1980 — 
$1,537,500; 1981 — $660,500; 1982 — $590,000; 1983 — 
$490,000 and 1984 — $1,506,000, of which $280,000 
annually in 1979 and 1980 and $70,500 in 1981, will be paid 
from the special term deposit. 


12. Share Capital: 


At December 31, 1978, 84,000 common shares were 
reserved for issuance upon the exercise of options granted ~ 
or which may be granted under the terms and conditions of 
the company’s incentive stock option plan. Options, expiring 
on January 10, 1979, which have been granted under this 
plan were outstanding at December 31, 1978 on 65,000 
shares at a price of $6.25. During 1978, options on 94,500 
shares were exercised for consideration of $590,625. Of the 
65,000 options granted and outstanding at December 31, 
1978, 58,000 were exercised in January, 1979 and 7,000 
expired. 


In accordance with the terms of the trust indenture related to 
the 8% secured convertible debentures 62,500 common 
shares were issued on the conversion of debentures during 
the year. An additional 243,750 common shares were issued 
during January and February 1979 on the conversion of the 
remaining debentures outstanding at December 31, 1978 
(note 11). 


During the year the company issued 225,906 shares at $7.00 
per share to its subsidiary, Chesbar Resources Inc., in 
exchange for 451,812 shares of Geothermal Kinetics Inc. 
previously held by Chesbar. 


13. Commitment: 


At December 31, 1978, the unfunded present value of past 
service benefits in respect of the company’s pension plan 
amounted to approximately $305,000 based on actuarial 
assumptions adopted by the company. Of this amount, 
approximately $188,000 has become vested in employees. It 
is anticipated that the funded amount will be paid in 13 equal 
annual instalments of $34,000. 


14. Income taxes: 


Cumulative non-capital losses of certain subsidiaries of the 
company available for carry forward to reduce income for tax 


purposes in future years amount to and are restricted to fiscal 
years not later than: 


Bir RENCE e MERE RE Saati ace $ 223,000 
OSI iret ct meee acerca stn 34,000 
TMS (SNUG ee beet dcerar eR ene ea 33,000 
SCR Ok ent ae ene 292,000 
sears cen sacecanes Mitae etc case ai 617,000 
SOs be ead Noy 111,000 


$1,310,000 


In addition the companies have accumulated net capital 
losses of approximately $388,000 which may be carried 
forward to reduce capital gains indefinitely. 


The anticipated future benefits relating to these deductions 
will be taken into income as realized in future years. 


15. Remuneration of directors and senior officers: 
The aggregate direct remuneration paid to the directors and 


senior officers was approximately $315,000 (1977, 
$276,000). 


16. Subsequent event: 


In April 1979 the company issued 700,000 treasury shares to 
Camflo Mines Limited for cash consideration of $9 per share 
and granted to Camflo options to purchase an additional 
150,000 treasury shares at $10 per share exercisable by 
March 1, 1980 and a further 150,000 treasury shares at $12 
per share exercisable by March 1, 1981. After completion of 
the purchase of the shares in April 1979 Camflo owned 
approximately 22% of the issued shares of the company. Of 
the total proceeds from the April 1979 share issue 
approximately $5,500,000 will ultimately be used to finance 
development of the geothermal prospects and the balance 
will be used for other projects and general corporate 
purposes. Until the funds are required for the specific uses 
they have been used to reduce the company’s bank 
indebtedness. 


tet 
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